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SUBJECT: PRESIDENT SUHARTO'S NATIONAL DAY SPEECH: FURTHER COMMENTS 
ON ECONOMIC ASPECTS 

REF: JAKARTA 11291 

1 . INVESTMENT CLIMATE. ALTHOUGH SUHARTO'S NATIONAL DAY 
SPEECH GAVE IMPRESSION THAT THERE MAY BE NO NEW MEASURES 
TO STIMULATE PRIVATE FOREIGN INVESTMENT, CONSENSUS OF 
LOCAL OFFICIALS AND FOREIGN BUSINESS REPS IS THAT THIS 
CONCLUSION IS NOT JUSTIFIED. THEY POINTED OUT THAT 
PRESIDENT COULD HARDLY BE EXPECTED TO BE MORE 
SPECIFIC ON THIS SENSITIVE SUBJECT IN HIS 

INDEPENDENCE SPEECH (PAST PATTERN HAS BEEN FOR PRESIDENT 
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TO LOW KEY FOREIGN FOREIGN INVESTMENT IN NATIONAL DAY SPEECHES). 

GOI DOES IN FACT SEEM TO BE CONTINUING ITS WORK IN DEVELOPING 
NEW PROCEDURES AND NEW INCENTIVES. WE HAVE LEARNED 
FROM SEVERAL OFFICIALS, INCLUDING MINISTER OF INDUSTRY 
SOEHOED, THAT GOI HOPES TO MAKE FURTHER POSITIVE CHANGES 
IN THIS AREA, AND WE EXPECT THAT IF SOEHOED HAS HIS WAY 
SUCH CHANGES WILL TAKE PLACE. 
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2. RELIABLE SOURCES ALSO SAY THAT FURTHER PERSONNEL 
CHANGES ARE IN THE MAKING, BOTH AT CAPITAL INVESTMENT 
COORDINATING BOARD) (BKPM) AND THE MINISTRY OF INDUSTRY 
WHICH WOULD SUGGEST THAT GOI IS COGNIZANT OF NEED TO 
IMPROVE INVESTMENT CLIMATE. FYI. ONE SCENARIO SET FORTH IS 
THAT CHAIRMAN HALIM WOULD BECOME DEPUTY CHAIRMAN OF 
BAPPENAS TO EAST MINISTER OF STATE SUMARLIN'S WORKLOAD 
AS NUMBER TWO IN BAPPENAS. SUMARLIN WOULD CONTINE AS 
MINISTER OF STATE FOR CONTROL OF THE STATE APPARATUS. 

THE BKPM CHAIRMANSHIP WOULD GO TO DRS. A.T. SALAMUN, 
CURRENTLY SECRETARY GENERAL IN THE FINANCE MINISTRY, 

AND THE DEPUTY CHAIRMANSHIP TO ACHMAD SLAMET, CURRENTLY 
SECRETARY GENERAL IN THE DEPARTMENT OF INDUSTRY. 

END FYI. 

3. IN A RELATED MATTER, DR. MOOY TOLD US THAT THE GOI 
EXPECTS THAT DURING REPELITA III APPROXIMATELY 21 PERCENT 
OF GDP WOULD GO TO GROSS INVESTMENT. OF THIS AMOUNT, 
APPROXIMATELY 81 PERCENT WOULD BE FINANCED FROM DOMESTIC 
SAVINGS AND 19 PERENT FROM NET PRIVATE CAPITAL INFLOWS. 

THIS COMPARES WITH A 75/25 SPLIT IN THE DOMESTIC SAVINGS/ 
FOREIGN CAPITAL RATIO DURING REPELITA II. ALTHOUGH PRIVATE 
FOREIGN CAPITAL WOULD CONSTITUTE A SMALLER PROPORTION OF 
GROSS INVESTMENT DURING REPELITA III, HOWEVER, DR. MOOY 
EMPHASIZED THAT BECAUSE ABSOLUTE AMOUNTS HAVE GROWN, THE 
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AMOUNT OF PRIVATE FOREIGN CAPITAL NEEDED TO MEET THESE 
INVESTMENT TARGETS WILL ALSO HAVE TO INCREASE. FOREIGN 
PRIVATE INVESTMENT WOULD BE CONSIDERED AN IMPORTANT 
ADDITION TO OFFICIAL CAPITAL INFLOWS FROM DONOR COUNTRIES 
AND IFI'S, MOOY SAID. HE STRESSED THE GOI'S DESIRE TO 
ENCOURAGE MORE PRIVATE INVESTMENT AND HE SEEMED CONFIDENT 
THAT THERE WOULD BE NEW DEVELOPMENTS IN THIS AREA DURING 
THE COMING MONTHS. 

GARDNER 
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